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Unit 1 Planning and Financing a Business
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* 3 calculator. -
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1
Instructions
e Use black ink or black ball-point pen. 2
* Fill in the boxes at the top of this page. Yotal Colomn 1) [_’
¢ Answer all questions.
* Answer the questions in the spaces provided. Total (Column 2) ~——]
* Do all rough work in this book. Cross through any work you do not
want to be marked. TOTAL
¢ If you need additional space, you should continue your answers at —
the end of this book indicating clearly which question you are Examiner's Initials
answering.
Information

¢ The maximum mark for this paper is 60.

¢ The marks for questions are shown in brackets.

* Questions 2(b) and 2(c) should be answered in continuous prose. In
these questions you will be marked on your ability to use good
English, to organise information clearly and to use specialist
vocabulary where appropriate.
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Answer all questions in the spaces provided.

Read the case study below and then answer the questions that follow.

Just Juice Ltd

The figures came as a shock. Bill and Anne thought of themselves as entrepreneurs and had
expected their business to be successful even though they had no relevant experience. They
realised this could make it risky, but had an ambition to own a chain of smoothie bars.

Looking at their accounts the first two months of trading, they were beginning to question
whether they had made the right decision to give up their highly paid jobs in the City. They 5
had yet to reach their break-even level of sales and over the first ten weeks of trading, Just
Juice Ltd had only attracted an average of 350 customers per week.

Table 1: Just Juice Ltd Costs and Revenues
Variable cost per customer £3.00
Weekly fixed costs £1430
Average spend per customer £6.25

Things had seemed straightforward six months earlier. Their idea of opening a smoothie

bar, selling their own unique fruit and vegetable drinks and healthy snacks, had been met

with overwhelming approval from family and friends. This enthusiasm seemed justified 10
when their secondary market research confirmed a growing market for their product. The

value of UK sales of smoothies grew from £6.3 million in 2001 to £34 million in 2006. A
market research report by Mintel suggested a further 300% growth in UK smoothie sales by
2011 as well as increasing demand for drinks made from different fruits and vegetables.

Not wanting to leave anything to chance, they had drawn up a detailed business plan. They - 15
felt private limited status would give them a number of benefits. They knew little about the
smoothie market and conducted primary market research in several towns. Bournemouth
seemed an ideal location. Offering a combination of a large population boosted by a

thriving tourist industry in the summer, little competition and, most important to Bill and

Anne, easy access to the countryside. 20

Having located suitable premises, they drew up detailed budgets and cash-flow forecasts. It
came as no surprise to them that the Bank Manager agreed to lend them £50 000 towards

the start up costs of £110 000, though Anne had argued that they should raise the money

from a venture capitalist and not a loan. Bill and Anne were able to raise the remaining

£60 000 by selling their property in London and buying a luxury flat in Bournemouth where 25
property prices were generally cheaper.

With hindsight it seemed that the planning was the easy bit. They were late opening the bar
because of late delivery of supplies and missed some of the summer trade. A competitor
managed to set up nearby and open a month before them. Once they started trading, they

found it difficult to recruit good quality part-time staff. Another problem was the 30
unexpected 10% increase in the cost of fruit and vegetables due to a poor harvest. Bill and

Anne began to question the quality of their business planning and particularly their market
research as sales only reached 75% of their budgets.
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Question One

You are advised to spend no more than 20 minutes on this section.

(a) What is meant by the term “entrepreneurs’ (line 1)?

(c) State two non-financial items that the Bank Manager would have expected to see in the
business plan for Just Juice Ltd before agreeing to the loan.
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Turn over for the next question
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(d) Explain one reason why Bill and Anne might have decided to use primary market research as
part of their business planning.

(e) Use the information in the text and Table 1 to calculate Just Juice Ltd’s total profit or loss
over its first ten weeks of trading.
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(f)  Calculate the percentage growth in the UK market for smoothies between 2001 and 2006.

.....................................................................

......................................................................................................................................................

......................................................................................................................................................

Turn over for the next question
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Question Two

(a) Analyse the possible reasons for Just Juice Ltd failing to reach its break-even number of
customers.
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(b) Anne wanted to raise £60 000 of start-up capital from a venture capitalist rather than arranging
a bank loan. To what extent do you agree with her?
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GCE Business Studies
COMMENTARY ON BUSS1 SPECIMEN EXAMINATION PAPER
CANDIDATE A

Question 1(a)

This is an excellent answer which earns full marks in the opening sentence. The
second sentence does not really add to the quality of the response because,
although it invariably applies to the entrepreneur, it can also apply to employees or
employers. As such, it is not distinguishing between entrepreneurs and other staff.

Question 1(b)

Candidate A has omitted the crucial word ‘financial’ in front of the word ‘plan’ in the
opening sentence. This is an unusual answer as most candidates recognise that
budgets are about finance but often do not recognise the ‘agreed plan’ element of the
definition.

Question 1(c)

Although a market map is not expected in a business plan, the comment on
competitors in the market is expected and so it is this element of the first point that
gains the mark. The second bullet point is correct.

Question 1(d)

This response proves that the candidate has a comprehensive understanding of
primary market research. In accordance with the marking scheme, two ‘content’
marks are awarded for a good understanding of the term. However, the explanation
is vague and lacks application to Bill and Anne’s business or its situation.

Question 1(e)

An excellent calculation that earns all six marks. The high quality of this answer is
exemplified by the clarity of the working out provided by the candidate. If an
arithmetic mistake had been made at some stage of the calculation it would have
been easy to apply the ‘Own Figure Rule’ and give full credit to the student for those
parts of the calculation that were correct. Candidate A has shown excellent
examination technique in this response although, ironically, the examiner has only
needed to see the bottom line to award the six marks.

Question 1(f)
This is another excellent calculation, clearly presented and earning full marks.

Question 2(a)

The great strength of this response is that it is embedded in the case study. Every
argument presented is derived from a situation facing Just Juice Ltd and so
application marks are awarded throughout the answer. The clarity of the
explanations and the ability of the candidate to develop a line of argument also mean
that full marks are awarded for analysis.

Copyright © 2008 AQA and its licensors. All rights reserved.
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Question 2(b)

Terms are defined in the opening paragraph and content marks are awarded. The
argument in the second paragraph shows good analytical and application skills with
some judgement. However, the third paragraph which focuses on a discussion of
venture capital is very vague, with no reason given as to why share capital is
important to the business. Rather limited support is given to the judgement
presented in the final conclusion. Nevertheless, the strength of the early arguments
ensures that this response earns a creditable reward.

Question 2(c)

Candidate A shows a very good understanding of business plans and develops a
logical line of arguments that show how the business plan can help the success of a
business. However, only analysis marks can be awarded for the vast majority of this
response because there are no references to Just Juice Ltd or its situation. The final
paragraph makes a brief reference to the fact that the business is new and makes a
weak, rather unsupported judgement and so minimal credit can be given for
application and evaluation. To improve on this answer, Candidate A needed to relate
the business plan to situations in the case study and to focus more fully on the
wording of the question, which was asking for the extent to which the business plan
guaranteed success.

Overall

Candidate A found the evaluation questions at the end of this paper more
challenging. However, the candidate showed excellent skills in all other
respects and earned the vast majority of the content marks available, thus
providing a very sound foundation. A high level of understanding of business
theory was demonstrated and these skills were applied effectively to the case
study. Overall, this script would have received a very good reward.

Copyright © 2008 AQA and its licensors. All rights reserved.
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Answer all questions in the spaces provided.

Read the case study below and then answer the questions that follow.

Just Juice Ltd

The figures came as a shock. Bill and Anne thought of themselves as entrepreneurs and had
expected their business to be successful even though they had no relevant experience. They
realised this could make it risky, but had an ambition to own a chain of smoothie bars.
Looking at their accounts the first two months of trading, they were beginning to question
whether they had made the right decision to give up their highly paid jobs in the City. They
had yet to reach theirw of sales and over the first ten weeks of trading, Just
,@b_e_ﬂd had only attracted an average ofw_d

Table 1: Just Juice Ltd Costs and Revenues
Variable cost per customer £3.00
Weekly fixed costs £1430
Average spend per customer £6.25

Things had seemed straightforward six months earlier. Their idea of opening a smoothie
bar, selling their own unique fruit and vegetable drinks and healthy snacks, had been met
with overwhelming approvalMy and friends. This enthusiasm seemed justified
when their secondary market research confirmed a growing market for their product. The
value of UK sales of smoothies grew from W £34 million in 2006. A
market research report by Mintel suggested a ﬁlnher_ég_ﬂfmtmw by

2011 as well as increasing demand for drinks made from different fruits and vegetables.

Not wanting to leave anything to chance, they had drawn up a detailed business plan. They
felt private limited status would give them a number of benefits. They knew little about the
smoothie market and conducted primary market research in several towns. Bournemouth
seemed an ideal location. Offering a combination of a large population boosted by a
thriving tourist industry in the summer, little competition and, most important to Bill and

Anne, easy access to the countryside.

Having located suitable premises, they drew up detailed budgets and cash-flow forecasts. It
came as no surprise to them that the Bank Manager agreed to lend them £50 000 towards
the start up costs of £110 000, though Anne had argued that they should raise the money
from a vgg@rﬂg:gpjé}jgg»{agﬂ@_t_g}gan. Bill and Anne were able to raise the remaining

£60 000 | by selling their property in London and buying a luxury flat in Bourncmouth where
“property prices were generally cheaper.

With hindsight it seemed that the planning was the easy bit. They were late opening the bar
because of late delivery of supplies and missed some of the summer traa&/A%(;;npetitor
managed to set up neatby-and open a month before them. Once they started trading, they
found it difficult to recruit good quality part-time staff. Another problem was the
unexpected 10% increase in the cost of fruit and vegetables due to a poor harvest. Bill and
Anne began to question The quality of their business planning and particularly their market
research as sales only reached 75% of their budgets.

5

20

30
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Question One

You are advised to spend no more than 20 minutes on this section.

(a) What is meant by the term ‘entrepreneurs’ (line 1)?
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(b) What is meant by the term ‘budgets’ (line 21)?
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(c) State two non-financial items that the Bank Manager would have expected to see in the
business plan for Just Juice Ltd before agreeing to the loan.

(2 marks)

Turn over for the next question
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(d) Explain one reason why Bill and Anne might have decided to use primary market research as
part of their business planning.
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(e) Use the information in the text and Table 1 to calculate Just Juice Ltd’s total profit or loss
over its first ten weeks of trading.

AQA GCE Business Studies Specimen Unit 1
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(f)  Calculate the percentage growth in the UK market for smoothies between 2001 and 2006.

AQA GCE Business Studies Specimen Unit 1

Turn over for the next question
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Question Two

(a) Analyse the possible reasons for Just Juice Ltd failing to reach its break-even number of
customers.

bioghs
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(10 marks)
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(b) Anne wanted to raise £60 000 of start-up capital from a venture capitalist rather than arranging
a bank loan. To what extent do you agree with her?
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(c) To what extent might the drawing up of a detailed business plan guarantee the success of
Just Juice Ltd.
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COMMENTARY ON BUSS1 SPECIMEN EXAMINATION PAPER
CANDIDATE B

Question 1(a)

This is a good answer. Candidate B recognises that risk-taking is a factor within
entrepreneurship, but the wording used oversimplifies this aspect of the definition. It
is not certain that being an entrepreneur is very risky. However, the key features are
shown and this answer deserves credit.

Question 1(b)
This is an excellent, comprehensive definition that earns full marks.

Question 1(c)

The stem of this question, starting with the word ‘state’, means that reasons do not
need to be given. Candidate B shows good examination technique by just stating
two factors that would be included in the business plan.

Question 1(d)

This response could apply equally to both primary and secondary market research.
The answer is rather ambiguous, although the latter part of the answer (relating to Bill
and Anne’s lack of experience) does receive credit. A definition of primary market
research at the outset would have overcome this ambiguity.

In this question the distinction between the two types of market research was not
requested. However, it is worth noting that where a question asks for a specific
element of a topic, eg primary market research as opposed to secondary market
research, the answer needs to be clear enough to show that it is based on the
specific element. This answer would not have provided that distinction.

Question 1(e)

This answer is incorrect. However, it is a perfect example of the need to show clear
calculations and working out. Because of the clarity of the working out provided by
Candidate B it is easy to see that there is only one minor error — weekly fixed costs
have been used instead of multiplying the weekly fixed cost figure by ten to match
the ten week period in the question. The examiner is able to apply the ‘Own Figure
Rule’ and give full credit to the candidate for the rest of the calculation. As the
remainder of the answer is correct Candidate B secures a high (but not the
maximum) mark. It is worth noting that an answer of £9945 without any working out
being shown would have been given zero marks.

Question 1(f)

Advise your candidates not to do this! This candidate has calculated the answer and
then crossed it out. Almost certainly this is because an answer in excess of 100% is
often disconcerting to candidates. Remember percentage increases can exceed
100%.

Candidate B earned credit for their working out but if the answer had been fully
crossed out the candidate could not have been credited for an answer that could not
be read. There is no replacement answer so the examiner will credit this calculation.

Copyright © 2008 AQA and its licensors. All rights reserved.
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Question 2(a)

This response possesses two main weaknesses. There is no definition of break
even and there is no attempt to link the response to Just Juice Limited. However, a
couple of arguments that are presented are possible reasons for a company failing to
reach its break-even output and there is some, limited explanation provided in the
opening two paragraphs. As a result, some marks are awarded for content (two
possible reasons) and analysis (some development of a line of argument).

Question 2(b)

The opening paragraph indicates that the candidate has some understanding of
venture capital. The remainder of the answer shows some analytical and application
skills but there is a lack of precision within the answer. However, the final paragraph
does conclude with some evaluation and as marks have been earned steadily
throughout the response, the overall mark is good.

Question 2(c)

In this final question, Candidate B repeats the mistake that was made in question
2(a). Although there is not a clear understanding of the business plan there are valid
points made as to how a business plan can help a business to achieve success.
There is also some logical development of arguments and so some analysis marks
can be awarded. The answer concludes with a limited evaluation.

Overall

Candidate B performs steadily throughout the paper, showing particular
strengths with definitions and calculations. Although questions 2(a) and 2(c)
were the weakest areas, content and analysis marks were still accumulated on
these questions. Despite some inconsistencies, overall, this candidate
produced a commendable set of responses.

Copyright © 2008 AQA and its licensors. All rights reserved.
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Answer all questions in the spaces provided.

Read the case study below and then answer the questions that follow.

Just Juice Ltd

The figures came as a shock. Bill and Anne thought of themselves as entrepreneurs and had
expected their business to be successful even though they had no relevant experience. They
realised this could make it risky, but had an ambition to own a chain of smoothie bars.

Looking at their accounts the first two months of trading, they were beginning to question
whether they had made the right decision to give up their highly paid jobs in the City. They 5
had yet to reach their break-even level of sales and over the first ten weeks of trading, Just
Juice Ltd had only attracted an average of 350 customers per week.

Table 1: Just Juice Ltd Costs and Revenues
Variable cost per customer £3.00
Weekly fixed costs £1430
Average spend per customer £6.25

Things had seemed straightforward six months earlier. Their idea of opening a smoothie

bar, selling their own unique fruit and vegetable drinks and healthy snacks, had been met

with overwhelming approval from family and friends. This enthusiasm seemed justified 10
when their secondary market research confirmed a growing market for their product. The

value of UK sales of smoothies grew from £6.3 million in 2001 to £34 million in 2006. A
market research report by Mintel suggested a further 300% growth in UK smoothie sales by
2011 as well as increasing demand for drinks made from different fruits and vegetables.

Not wanting to leave anything to chance, they had drawn up a dctailed business plan. They 15
felt private limited status would give them a number of benefits. They knew little about the
smoothie market and conducted primary market research in several towns. Boumemouth
seemed an ideal location. Offering a combination of a large population boosted by a

thriving tourist industry in the summer, little competition and, most important to Bill and

Anne, easy access to the countryside. 20

Having located suitable premises, they drew up detailed budgets and cash-flow forecasts. It
came as no surprise to them that the Bank Manager agreed to lend them £50 000 towards

the start up costs of £110 000, though Anne had argued that they should raise the money

from a venture capitalist and not a loan. Bill and Anne were able to raise the remaining

£60 000 by selling their property in London and buying a luxury flat in Bournemouth where 25
property prices were generally cheaper.

With hindsight it seemed that the planning was the easy bit. They were late opening the bar
because of late delivery of supplies and missed some of the summer trade. A competitor
managed to set up ncarby and open a month before them. Once they started trading, they

found it difficult to recruit good quality part-time staff. Another problem was the 30
unexpected 10% increase in the cost of fruit and vegetables due to a poor harvest. Bill and

Anne began to question the quality of their business planning and particularly their market
research as sales only reached 75% of their budgets.

AQA GCE Business Studies Specimen Unit 1
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Question One

You are advised to spend no more than 20 minutes on this section.

(a) What is meant by the term ‘entrepreneurs’ (line 1)?
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.........................................
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(b) What is meant by the term ‘budgets’ (line 21)?
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..................................................................................................................................................

(c) State two non-financial items that the Bank Manager would have expected to see in the
business plan for Just Juice Ltd before agreeing to the loan.

Turn over for the next question
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(d) Explain one reason why Bill and Anne might have decided to use primary market research as

part of their business planning.

......................................................................................................................................................
......................................................................................................................................................
......................................................................................................................................................
......................................................................................................................................................

......................................................................................................................................................

(¢) Use the information in the text and Table 1 to calculate Just Juice Ltd’s total profit or loss
over its first ten weeks of trading.
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(f) Calculate the percentage growth in the UK market for smoothies between 2001 and 2006.
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Turn over for the next question
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Question Two
(a) Analyse the possible reasons for Just Juice Ltd failing to reach its break-even number of
customers.
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(b)  Anne wanted to raisc £60 000 of start-up capital from a
a bank loan. To what extent do you agree with her?
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(¢) To what extent might the drawing up of a detailed business plan guarantee the success of

Just Juice Ltd.
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(15 marks)

END OF QUESTIONS
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COMMENTARY ON BUSS1 SPECIMEN EXAMINATION PAPER
CANDIDATE C

Question 1(a)

Although all of these responses are correct, they do not reveal any real
understanding of ‘entrepreneurs’. Slightly modifying words or paraphrasing the
question in the way that this candidate has done by mentioning that entrepreneurs
“‘engage in entrepreneurial activities” is not enough, although it does indicate that
they have probably met the term before. There is not enough in this answer to
suggest that the candidate understands the term.

Question 1(b)
This is a sound, well-expressed definition that warrants both marks available for this
question.

Question 1(c)
Candidate C has (unnecessarily) provided some explanations. The answer clearly
identifies two non-financial items that would be included and is awarded two marks.

All three candidates have successfully avoided referring to the ‘financial items’ that
they have been asked to avoid. Under examination pressure candidates can forget
restrictions such as this.

Question 1(d)

Leaving a question unanswered is an example of poor examination technique. If a
candidate is unable to think of an answer then they should continue with the paper
and return to this question at the end of the examination, if time permits. If the
candidate is still unable to think of a suitable response then it is worth guessing. A
correct guess may earn a mark or two; a blank sheet is guaranteed zero.

Question 1(e)

An excellent calculation that earns all six marks. The clarity of the working out
provided by the candidate again would prove to be useful if an arithmetic mistake had
been made.

Question 1(f)
This is another excellent calculation, clearly presented and earning full marks.

Question 2(a)

This response is much too brief! It commences with a definition (an excellent start to
a BUSS1 answer) but does not really progress. One reason is identified by the
candidate but the attempt to analyse is unconvincing because of its brevity and there
is no application at all.

Question 2(b)

Venture capital can cause difficulties for candidates because it takes two different
forms. It can be in the form of share capital but it may also be a loan. Exposure to
programmes such as Dragons’ Den, where the venture capitalists invariably take a
share of the equity/ownership of the business, can disguise the full nature of the
concept.

Copyright © 2008 AQA and its licensors. All rights reserved.
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Question 2(c)

Candidate C earns content marks by providing a mixture of factors and ideas.
However, only in paragraph two is there any attempt to develop the line of thought
and the development here is not enough to warrant any credit. Candidate C has
fallen into a common trap of providing answers of a similar length to all of the
questions, regardless of the mark allocation. There is as much development of the
answer to 1(c) (which required no explanation), as there is to questions 2(a) to 2(c)
which collectively were worth 40 marks.

Overall

The brevity of the answers to questions 2(a) to 2(c) has proved to be costly for
Candidate C. Based mainly on excellent calculations, question 1 has earned
the candidate a mark that is comparable to Candidate B (and not far short of
Candidate A) on that part of the paper. However, Candidate C has earned few
marks on question 2 because there has been no serious attempt to offer
explanations.
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Answer all questions in the spaces provided.

1 Read the case study below and then answer the questions that follow.

Making a packet?
William Chase is a farmer turned entrepreneur. For nearly twenty years William has grown
potatoes on his farm in Herefordshire. Most were supplied to supermarkets, but this became

an increasing problem. A falling net profit margin on potatoes meant that William decided it
was not worthwhile continuing to supply supermarkets, and that a change of direction was

needed.
S ‘I_I_._ . I, I |1_
"

At this point, William took a gamble. Instead of selling his potatoes he switched to making
high-quality, hand-made crisps — most crisps in the UK are made by machines. The company
controls the production process from the selection of the right varieties of potato to make
crisps through to the manufacturing process using “...a secret, refined traditional recipe.” The
company uses no pesticides or additives. It also only sells in selected outlets, 10
recently refusing to supply Tesco.

The decision was a success and the company, Tyrrells Ltd, has established itself as a quality
supplier of a wide range of crisps. Tyrrells Ltd plans to increase its sales — the company’s
turnover is forecast to double from £6 million to £12 million over the next year. This is likely
to mean a much larger workforce. Currently it has 45 production staff all of whom are 15
fully trained in all aspects of making crisps. The workforce are, therefore, highly flexible and

motivated.

Tyrrells Ltd sells in a niche market and distributes its potato crisps directly to 6 000 quality
independent retailers throughout the UK, including the Waitrose supermarket chain. It faces
tough competition from larger established manufacturers of crisps, for example, Walkers

Foods Ltd. Tyrrells Ltd’s crisps sell for 54 pence per 50 gram bag compared with 41 pence 20
for a similar sized bag of Walkers’ crisps. Tyrrells Ltd won gold, silver and bronze industry
awards for its crisps last year giving a major boost to its marketing campaign. It is building on
its success and excellent reputation by expanding into new markets.

Sources: adapted from BBC News at bbc.co.uk/news and photograph from wiyw. nyrrellspotatochips.co.uk
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2 Read the case study below and then answer the questions that follow.

High Performance

Chris Bertolotti is only 27, yet owns and manages a highly successful business, CB Tyres L.
Three years ago, Chris was a tyre fitter with Kwik-Fit before leaving to set up his own
internet-based tyre-fitting company. Chris’s company now supplies nearly 1000 independent
garages with tyres and has an annual turnover of £1.9 million.

Chris had worked for Kwik-Fit for five years. It was during this period that he spotted a gap 5
in the market for the supply of famous brand specialist tyres (eg Pirelli) for high performance
cars. He set up CB Tyres Ltd in 2004. Customers order tyres on the internet. The following

day they have them fitted at the nearest garage to them which is a member of Chris’s
‘Performance Tyres Scheme’. Chris explains his business. “I hold the stock at the warehouse

in Coventry and dispatch them as soon as an order is received. The garage then fits the tyres 10
for my customers. Having an efficient network of garages supplying tyre fitting services for

me is essential. High quality customer service is the most important operational issue for my
business.”

Table 1: Revenue, cost and profits budget CB Tyres Ltd August and September 2007

The company’s workforce is currently tw

August September

Budget Actual Budget Actual

(£000s) (£000s) (£000s) (£000s)
Sales revenue S 162 500 170 000 166 000
Purchases of stock 86 750 86 700 90010 89 450
Wages and salaries 16 850 16 600 17360 17 400
Overheads 40 110 42 000 40110 41 500

I Othier costs - 12400 13000 .| . 12980 12850 |
Total costs 156 110 158 300 160460 | (2¥LLO
Profit/(Loss) 7 890 4 200 9 540 4 800
e

elve people and has risen steadily as Chris has

appointed people through external recruitment. The company employs an office manager, a
warehouse manager as well as administrators and drivers. All Chris’s employees are full-time,
permanent employees.

CB Tyres Lid’s turnover has increased from £190 000 in 2004 to its current figure of

£1.9 million. Chris recognises that his policy of supplying customers quickly and efficiently is
his business’s USP and a major factor in sales growth. Chris has also maintained a policy of 20
keeping prices low; his extensive advertising stresses the quality of service and price
competitiveness, though this is difficult against larger rivals such as Kwik-Fit.

The financial side of the business has caused some problems. The company has relatively high
fixed costs in the form of stocks of tyres and the costs of maintaining its delivery network and
website. These costs have been a burden whilst sales have been low. Chris’s pricing policy 25
has meant that profit margins have been slim (at 5%} and the company has had to sell high
volumes to make a reasonable profit.
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(a) (1) Calculate CB Tyres Lid’s budgeted sales revenue for August 2007 and its actual total
costs for September 2007.

.S..e‘.\.\{/,ﬁ. (me = VfoCxL‘ * T\O\:\ C,Us\?:

(i) Calculate the company’s profit variance for the two months August and September 2007.
You should state whether it is favourable or adverse.

- A«S@& S

 Sentestees. Moo - b4 0
.

................................................................................................................ Favourable / @
(6 marks)

Question 2 continues on the next page
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() To what nt do you g thh h . “High quality customer service is the most
important operauonah " for his business (line 12)?

Aol D b QCA\M
Tl b

LLEXN G »c, ..
’T;..Vl 0\ CM.]\& \» V\CML i(ﬁw\/%

Ve %M\Wn&u
%M

. A ..... s L




(d)

s that C/.‘W:Q Ldm1§ blty
................................. St oY , \J\V\MM\LA

L/ \éd S\Jmm C,u':x

| ’Q;;&yl"w\\w\ w\ a\\uw\& Uﬂ

‘% M@ &W\“g xt;\ %\Q\Z)m
- L\ :_wf? ...... ............. ‘Mfﬁgﬁfﬂ .....
. Woem e «} YN X

, U\\k\b XO C\ \m c:w\‘«}\ \ o Crn KWE LA - CA0
I A

uﬂﬁ.mwiwg/wﬁvm Jx:g
aﬁ SalkA . oo rSY \ VXA OV \ RV CIRATA :lu md\ .

s e 3 AN
Vo

Ve cncbacin § Ol ez A I,
e 3\{, i, \W MM\L L)

e m \(\\5‘(3.\ CARALN

M
@U}{ .................. ‘, \_ T U ORI PP PRSPEPTIPRRTES SRS
/5 (13 marks)
D OF QUESTIONS
AQA GCE Business St
48




Teacher Resource Bank / GCE Business Studies / Candidate Exemplar Work / Version 1 -

COMMENTARY ON BUSS2 SPECIMEN EXAMINATION PAPER
CANDIDATE X

Question 1(a)

This is an excellent answer which earns full marks. Candidate X presents a correct
formula for net profit margin and then introduces two simple calculations in order to
show the decrease in the net profit margin.

Question 1(b)

The strength of this response is the combination of analysis and application.
Because the explanations of the importance of quality are rooted in the case,
Candidate X is acquiring both application and analysis marks. Some of the
arguments in this answer were focused on issues of less direct importance, although
the argument related to the unique selling point was very pertinent.

Candidate X also keeps to the question by not extending the answer into an analysis
of reasons why it is not important to monitor quality. All too often time is wasted in
analytical questions by candidates trying to argue both sides when it is not required.
It is in the evaluation questions that a balanced judgement is more likely to be
needed.

Question 1(c)

This answer defined terms at the outset but did take a while to get into the question.
However, from the middle of the second paragraph the candidate produces an
excellent combination of application and analysis, drawing effectively and
imaginatively on the material provided in the case study. The only criticism of this
answer is the fact that it was rather late before there was any evaluation and,
therefore, it fell slightly short in this skill, although some judgement was shown
towards the end of the penultimate paragraph.

In the final paragraph, there was clear evidence of evaluative skills, albeit in a
relatively simplistic manner. Questions such as 1(c) are often the ones that
candidates find hardest to evaluate, because there is no scope for balancing
advantages and disadvantages, or benefits and problems. Candidate X’s opening
line of the final paragraph, where the most important factor is focused on, is an
excellent route to evaluation in this type of question.

Question 1(d)

This response confirms that the candidate has a good grasp of business theory,
drawing in concepts such as motivation, empowerment, diseconomies of scale and
opportunity cost in a relevant way. The effective use of the case study material
confirms the extent to which Candidate X is thinking on the day and not producing
‘rehearsed’ answers. Unfortunately, too much time is devoted to introducing
analytical concepts and the candidate fails to recognise that a high proportion of the
marks available for this question are for evaluation (one third).

Although this part of the question pulls the overall mark down (relative to parts (a) to
(c)), the consistency of the answers still ensure that Candidate X is on track for a
good grade at this stage of the examination paper.
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Question 2(a)(i)
The calculations are clearly presented and earn both available marks.

Question 2(a)(ii)

This answer shows the benefit of clearly presented calculations and working out
within the examination paper. Candidate X has made a careless arithmetic error in
the September calculation and so £4260 adverse is incorrect. With the ‘Own Figure
Rule’ being applied to this final line, Candidate X would earn five of the six marks
because it is easy to see that only one minor arithmetic error (and no conceptual
errors) has been made in the calculations.

Question 2(b)

This answer starts promisingly, with a clear definition of external recruitment followed
by a relevant advantage. This is analysed and then applied in the context of CB
Tyres Ltd. However, the second advantage possesses more imagination than
business logic - it is rather stretching the benefits of external recruitment to suggest
that it is there to satisfy the social needs of the workforce. Consequently, this
argument has not been accepted because external recruitment serves a totally
different purpose. Furthermore, any benefit of this nature could have been found
(possibly to a greater extent) from internal recruitment.

Implicitly, any question asking for the advantages of external recruitment is asking for
a contrast to its alternative: internal recruitment. An advantage that could be applied
equally to both internal and external recruitment is not addressing the question.

Question 2(c)

This is a very good answer with evaluation being shown in both the opening
paragraph and in the final paragraph. Knowledge, application and analysis marks
have been earned in the opening two paragraphs and the response has remained
focused on the question throughout.

Question 2(d)

The strength of this response lies in the fact that the candidate is thinking of

CB Tyres Ltd's situation. Consequently, the arguments are very pertinent to a tyre
company and specifically to CB Tyres Ltd. The answer concludes with a solid piece
of evaluation, although this answer would have benefited from some judgements in
earlier paragraphs.

Overall

Candidate X found evaluation more challenging than the other skills. However,
excellent skills were shown in all other respects and a high level of
understanding of business theory was also demonstrated.
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Answer all questions in the spaces provided.

1 Read the case study below and then answer the questions that follow.

Making a packet?

William Chase is a farmer turned entrepreneur. For nearly twenty years William has grown
potatoes on his farm in Herefordshire. Most were supplied to supermarkets, but this became
an increasing problem. A falling net profit margin on potatoes meant that William decided it
was not worthwhile continuing to supply supermarkets, and that a change of direction was

needed.

e T

Tyrrells’

g

At this point, William took a gamble. Instead of selling his potatoes he switched to making
high-quality, hand-made crisps — most crisps in the UK are made by machines. The company
controls the production process from the selection of the right varieties of potato to make
crisps through to the manufacturing process using “...a secret, refined traditional recipe.” The
company uses no pesticides or additives. It also only sells in selected outlets, 10

recently refusing to supply Tesco.

The decision was a success and the company, Tyrrells Ltd, has established itself as a quality
supplier of a wide range of crisps. Tyrrells Lid plans to increase its sales — the company’s
turnover is forecast to double from £6 million to £12 million over the next year. This is likely
to mean a much larger workforce. Currently it has 45 production staff all of whom are 15
fully trained in all aspects of making crisps. The workforce are, therefore, highly flexible and

motivated.

Tyrrells Ltd sells in a niche market and distributes its potato crisps directly to 6 000 quality
independent retailers throughout the UK, including the Waitrose supermarket chain. It faces
tough competition from larger established manufacturers of crisps, for example, Walkers

Foods Ltd. Tyrrells Ltd's crisps sell for 54 pence per 50 gram bag compared with 41 pence 20
for a similar sized bag of Walkers’ crisps. Tyrrells Ltd won gold, silver and bronze industry
awards for its crisps last year giving a major boost to its marketing campaign. It is building on
its success and excellent reputation by expanding into new markets.

Sources: adapted from BBC News at bbc.co.uk/news and photograph from www.tyrrellspotatochips.co.uk
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(a) Explain, with the aid of a numerical example, what is meant by the phrase
“...falling net profit margin...” (line 3).
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©) Discuss the factors that might have influenced Tyrrelis Lid’s choice of a marketing mix for
its crisps.
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(d) Some business analysts believe that training will be the key to Tvrrells Ltd maintaining an

effective workforce as the company doubles its size. To what extent do you agree with
this view?
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2 Read the case study below and then answer the questions that follow.

High Performance

Chris Bertolotti is only 27, yet owns and manages a highly successful business, CB Tyres Ltd.
Three years ago, Chris was a tyre fitter with Kwik-Fit before leaving to set up his own
internet-based tyre-fitting company. Chris’s company now supplies nearly 1000 independent
garages with tyres and has an annual turnover of £1.9 million.

Chris had worked for Kwik-Fit for five years. It was during this period that he spotted agap 5
in the market for the supply of famous brand specialist tyres (eg Pirelli) for high performance
cars. He setup CB Tyres Ltd in 2004. Customers order tyres on the internet. The following

day they have them fitted at the nearest garage to them which is a member of Chris’s
‘Performance Tyres Scheme’. Chris explains his business. “1 hold the stock at the warehouse

in Coventry and dispatch them as soon as an order is received. The garage then fits the tyres 10
for my customers. Having an efficient network of garages supplying tyre fitting services for

me is essential. High quality customer service is the most important operational issue for my
business.”

Table 1: Revenue, cost and profits budget CB Tyres Ltd August and September 2007

August September

Budget Actual Budget Actual

(£000s) (£000s) (£000s) (£000s)
Sales revenue &4 162 500 170 000 166 000
Purchases of stock 86 750 86 700 90010 89 450
Wages and salaries 16 850 16 600 17 360 17 400
Overheads 40110 42 000 40110 41 500
Other costs 12 400 13 000 12 980 12 850
Total costs 156 110 158 300 160 460 e
Profit/(Loss) 7 890 4 200 9 540 4 800

The company’s workforce is currently twelve people and has risen steadily as Chris has
appointed people through external recruitment. The company employs an office manager,a 15
warehouse manager as well as administrators and drivers. All Chris’s employees are full-time,
permanent employees.

CB Tyres Ltd’s turnover has increased from £190 000 in 2004 to its current figure of

£1.9 million. Chris recognises that his policy of supplying customers quickly and efficiently is
his business’s USP and a major factor in sales growth. Chris has also maintained a policy of 20
keeping prices low; his extensive advertising stresses the quality of service and price
competitiveness, though this is difficult against larger rivals such as Kwik-Fit.

The financial side of the business has caused some problems. The company has relatively high
fixed costs in the form of stocks of tyres and the costs of maintaining its delivery network and
website. These costs have been a burden whilst sales have been low. Chris’s pricing policy 25
has meant that profit margins have been slim (at 5%) and the company has had to sell high
volumes to make a reasonable profit.
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(a) (1) Calculate CB Tyres Ltd’s budgeted sales revenue for August 2007 and its actual total
costs for September 2007.

(2 marks)

(11) Calculate the company’s profit variance for the two months August and September 2007.
You should state whether it is favourable or adverse.

................................................................................................................ Favourable / Adverse
(6 marks)

- Question 2 continues on the next page
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Analyse two advantages to CB Tyres Ltd of using external recruitment to appoint new

®)
employees.
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()

More tf"\/afbme Qﬁnm/l LISk e ,

To what extent do you agree with Chris that, “High quality customer service is the most
important operational issue...” for his business (line 12)?

..... | faﬂvb}7%WitQ@65LﬂK%6m

..... ’\uo(:tdw{’f‘jcxkez&zmsbm foltot .

(11 marks)

AQA GCE Business Studies Specimen Unit 2 Turn over »

59

LEAVE
MHARGIN
BLANK



(d) Evaluate the actions that CB Tyres Ltd might take to improve its profitability.

......................................................

.....................................................

Sty od

J Lw‘&ﬁﬂuf/‘\m

onG e e Such [;gab ....... AN
Tus ool e CB el reed o sell

END OF QUESTIONS
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COMMENTARY ON BUSS2 SPECIMEN EXAMINATION PAPER
CANDIDATE Y

Question 1(a)

Candidate Y achieves both content marks for demonstrating a clear understanding of
the net profit margin and its calculation. Unfortunately, the candidate does not
appear to have read the question carefully and seems to have interpreted it as
showing why net profit margin would be less than gross profit margin. Because only
one net profit margin is shown it is impossible to give credit for a demonstration of a
fall in net profit margin.

Question 1(b)

This is a solid combination of knowledge, application and analysis. However, it does
not provide the level of development required to achieve very high marks for the
latter two skills; the final paragraph, in particular, is rather vague.

Question 1(c)

This response takes some time before it gets into the essence of the answer
required. Although the responses remain faithful to Tyrrells Ltd, the application itself
is rather generic and there is a lack of explicit arguments. The reference to Waitrose
and Tesco is a case in point, where the candidate appears to be expecting the
examiner to interpret the reason why Waitrose would be a better choice than Tesco.
Candidates should try to make their argument explicit as implicit statements require
too much interpretation by examiners.

Question 1(d)

This response shows that Candidate Y has a good understanding of business
concepts and their application. The theory is strong but there is a less effective use
of the case study material than in some other questions. Some of the application is
derived from Candidate Y’s own interpretation of the crisp manufacturing process.
Overall, this is a good, well-balanced answer to the question.

Question 2(a)(i)
This is a clearly presented set of calculations that receives both available marks.

Question 2(a)(ii)

Both the August and September profit variances have been calculated correctly.
Candidate Y has not then taken these two responses in order to calculate an overall
profit variance for the two months.

Question 2(b)

This is a problematic answer to assess. The candidate has defined external
recruitment incorrectly, although the suggestion offered is an aspect of external
recruitment.

In the second paragraph a valid argument is presented in that external recruitment
does provide a wide range of potential employees. The final part, “therefore finding
the best person to do the job” can be seen as a simple piece of analytical
development of a form of recruitment that is an element of external recruitment.
Credit should therefore be given to these parts of the answer.

Copyright © 2008 AQA and its licensors. All rights reserved.
62



Teacher Resource Bank / GCE Business Studies / Candidate Exemplar Work / Version 1 -

Question 2(c)

In a question such as this, there is a tendency for candidates to try as much as
possible to agree with the statement in the question. Candidate Y has not followed
this tendency and has produced a well-reasoned argument to support the view that
high-quality customer service is not the most important operational issue.
Candidate Y has supported his opinion very effectively and this answer achieves a
high mark, especially for evaluation.

Question 2(d)

This answer starts very strongly but then loses its way as it becomes confused about
the nature of CB Tyres Ltd’s market. Subsequently, it does recover somewhat, but
the remainder of the answer tends to be rather generic and unfocused. Despite
these issues there is enough here to receive a solid mark across all of the skill areas.

Overall

With the exception of Question 2(b) there are no major flaws in the answers
provided by Candidate Y. A good grasp of factual knowledge is shown and, in
most answers, relevant analysis and some application is presented. Evaluative
skills are demonstrated in three of the four questions requiring evaluation.
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CANDIDATE Z

General Certificate of Education
Specimen Paper for 2009 and 2010
Advanced Subsidiary Examination

BUSINESS STUDIES
Unit2 Managing a Business

For this paper you must have:
e  a calculator.

Time allowed: 1 hour 30 minutes

Instructions

¢ Use black ink or black ball-point pen.

¢ Fill in the boxes at the top of this page.

e Answer all questions.

* Answer the questions in the spaces provided.

* Do all rough work in this book. Cross through any work you do not

want to be marked.

¢ If you need additional space, you should continue your answers at
the end of this book indicating clearly which question you are

answering.

Information
¢ The maximum mark for this paper is 80.
¢ The marks for questions are shown in brackets.

* Questions 1(c), 1(d), 2(c) and 2(d) should be answered in

VERSION 2.0

AQY

ASSESSMENT a9

QUALIFICATIONS
Bussz ALLIANCE

continuous prose. In these questions you will be marked on your
ability to use good English, to organise information clearly and to

use specialist vocabulary where appropriate.
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Answer all questions in the spaces provided.

1 Read the case study below and then answer the questions that follow.

Making a packet?

William Chase is a farmer turned ONWUPPE:. For nearly twenty years William has grown
potatoes on his farm in Herefordshire. Most were . , but this became
an increasing problem. A falling net profit margin on potatoes meant that William decided it

was not worthwhile continuing to supply supermarkets, and that a

Ssiva,

At this point, William took a gamble. Instead of selling his potatoes he anstaiitaiumiting
— most crisps in the UK are made by machines. The company

e from the selection of the right varicties of potato to make
crisps through to the manufacturing process using “ ” The
company uses no pesticides or additives. It also only sells in selected outlets, 10
recently refusing to supply Tesco.

The decision was a success and the company, Tyrrells Ltd, has established itself as a quality

supplier of a wide range of crisps. Tyrrells Ltd plans to increase its sales — the QRN
‘ Bl e . This is likely

to mean a (NIUNNIEREEEnime Currently it has 45 production staff all of whom are 15
fully trained in all aspects of making crisps. The - gl and
.
Tyrrells Ltd sells in o Ginkmmmauinmand distributes its potato crisps directly to G
: Jieme throughout the UK, including the W supermarket chain. It faces
iiae from larger established manufacturers of crisps, for example, Walkers
20

et
Foods Ltd. Tyrrells Ltd’s crisps sell for 54 pence per 50 gram bag compared with 41 pence

for a similar sized bag of Walkers’ crisps. T} yrrells Ltd won gold, silver and bronze industry
g campaign. It is building on

awards for its crisps last year giving a major boost to its marketin
W S.

Sources: adapted from BBC News at bbe.co.uk/news and photograph from www. nyrrellspotatochips.co.uk

AQA GCE Business Studics Specimen Unit 2 -



(2)

Explain, with the aid of a numerical example, what is meant by the phrase

“...falling net profit margin...” (line 3).

..... @W\gre,qa@ffamﬁwxs
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Some business analysts believe that training will be the key to Tyrrells Ltd maintaining an

effective workforce as the company ‘doubles its size. To what extent do you agree with
this view?

Rol wOohred..anoh.will_Naly Fram

o ke Sl
e

.................................................................................................................................................

(15 marks)
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2 Read the case study below and then answer the questions that follow.

High Performance

Chris Bertolotti is only 27, yet owns and manages a highly successful business, CB Tyres Ltd.
Three years ago, Chris was a tyre fitter with Kwik-Fit before leaving to set up his own
internet-based tyre-fitting company. Chris’s company now s

gummms With tyres and has an ks

Chris had worked for Kwik-Fit for five years. It was during this period that ﬂ 5
M (eg Pirelli) for high performance

——=F=He setup CB ITyres Ltd in 2004. Customers order tyres on the internet. The following

day they have them fitted at the nearest garage to them which isa member of Chris’s

‘ ; > Chris explains his business. “I hold the stock at the warehouse

in Coventry and dispatch them as soon as an order is received. W 10

M. Having an eiiimissssmsl of garages supplying tyre fitting services for

me is essential. . is the most important operational issue for my

business.” .

Table 1: Revenue, cost and profits budget CB Tyres Ltd August and September 2007

August September

Budget Actual Budget Actual

(£000s) (£000s) (£000s) (£000s)

Sales revenue T | 162500 170 000 166 000

Purchases of stock 86 750 86 700 90 010 89 450

Wages and salaries 16 850 16 600 17 360 17 400

Overheads 40110 42 000 40 110 41 500

Other costs 12 400 13 000 12 980 12 850
Total costs 156 110 158 300 160 460 =

| Profit/(Loss) 7890 - 4200 9 540 4 800

The company’s workforce {5 COm. 20d has risen steadily as Chris has
; t. The company employs an office manager, a 15

warehouse manager as well as administrators and drivers. All Chris’s w,
PO
wa of

el . Chris recdgnises that his policy of supplying customers ui— is
p————___TULEY i " Chris has also maintained a policy of 20
keeping quimpinw; his ATty Stresses the quality of service and price

competitiveness, though this is w such as Kwik-Fit.

The financial side of the business has caused some problems. The company has

@S These costs have been a burden whilst sales have been low. Chris’s pricing policy 25
has meant that i (at 5%) and the company has i

Vi
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(a) (i) Calculate CB Tyres Ltd’s budgeted sales revenue for August 2007 and its actual total
costs for September 2007.

.................................................................................................................................................

..................................................................................................................................................

(i) Calculate the company’s profit variance for the two months August and September 2007.

You should state whether it is favourable or adverse.

......................................................... ~Fevourabtie / Adverse
(6 marks)

Question 2 continues on the next page
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(b)

Tyres Ltd of using external recruitment to appoint new

Analyse two advantages to CB
employeew#
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= &

(©) To what extent do you agree with Chris that, “High quality customer service is the most
important operational issue...” for his business (line 12)?

(11 marks)
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(d)

END OF QUESTIONS
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COMMENTARY ON BUSS2 SPECIMEN EXAMINATION PAPER
CANDIDATE Z

Question 1(a)
Candidate Z shows no understanding of net profit margin. The answer brings in the
idea of profit but does not address the needs of the question.

Question 1(b)

Candidate Z shows a clear understanding of the importance of monitoring quality for
Tyrrells Ltd. However, the second illustration of application lacks focus and the
analysis would benefit from a more sustained and developed line of argument.

Question 1(c)

There is evidence of good planning provided at the top of the sheet of paper.
Unfortunately, it is not uncommon for a plan to be sidetracked under the pressure of
an examination situation and this may have been the case with this answer.
Candidate Z has identified a couple of relevant factors and applied them, but there is
no real analytical skill being shown and no attempt to evaluate in the opening two
paragraphs. The final paragraph is irrelevant as it is not addressing the question.

Question 1(d)

This response shows some comprehension of business theory, but it could be
applicable to any business. The fact that the name ‘Tyrrells Ltd is included within the
final paragraph does not mean that this answer is being applied, because the
argument presented does not specifically relate to Tyrrells Ltd or its situation within
the article. Consequently, this response receives no marks for application skills.

Question 2(a)(i)
This is a well-presented set of calculations that earns the full two marks.

Question 2(a)(ii)

Candidate Z shows no calculations or working out within the answer. This is poor
examination technique — if the final answer is wrong it is likely to receive no marks.
Fortunately, Candidate Z has calculated the answers correctly and achieves all

six marks.

Question 2(b)

Candidate Z has shown poor examination technique by crossing out an argument.
The opening paragraph that has been deleted is worthy of some marks and can be
rewarded if it is left to the examiner to judge.

Question 2(c)

The brevity of the answer to this question means that is difficult for the examiner to
award high marks. The arguments presented are not developed sufficiently in the
context of a question with a maximum of 11 marks available.
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Question 2(d)

Candidate Z presents some sound ideas in response to this question and then
proceeds to analyse and apply them in a straightforward manner. It appears that the
candidate is not making sufficient use of their understanding as the argument
presented could have lead on to more detailed analysis. There is also no final,
evaluative conclusion. The lack of any judgement/evaluation is the main omission
from this particular answer.

Overall

Candidate Z was boosted considerably by correct calculations at the beginning
of question 2. Overall, there were some gaps in the knowledge and analytical
skills shown which lacked the depth required to achieve a high mark. The
candidate tried to apply their answers to the case study in most questions but
found evaluation much more difficult. Where evaluation was shown it was
invariably unsupported or superficial. Despite the weaknesses, Candidate Z
gained marks steadily on most questions.
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